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FEATURED Q&A

What'’s the Future
of U.S.-Nicaragua
Economic Ties?

Nicaraguan President Daniel Ortega recently named his wife and vice president, Rosario Muril-
lo, as “co-president.” // File Photo: Nicaraguan Government.

U.S. Trade Representative Katherine Tai announced Dec.

10 that her office has opened an investigation into alleged

human and labor rights violations in Nicaragua. The move

came amid reports of increasing repression tactics against
opposition and civil society groups by the government of President
Daniel Ortega, who in November appointed his wife and vice president
Rosario Murillo as co-president, the Associated Press reported. In what
ways might the U.S. trade representative’s investigation affect Nicara-
gua’s economy, especially considering its membership in the Central
America-Dominican Republic Free Trade Agreement (CAFTA-DR) with
the United States? How is Nicaragua's government likely to react to the
investigation? How is Nicaragua's relationship with the United States
likely to change under the incoming Trump administration?

Alexandra Solorzano, chief executive owl at Owl Consul-
tancy Group: “U.S. Trade Representative Katherine Tai's
investigation into alleged human and labor rights violations
in Nicaragua could significantly affect Nicaragua’s economy
and its relationship with the United States. Nicaragua’s economy, heavily
dependent on U.S. trade, is vulnerable to potential trade actions resulting
from this investigation. As a member of CAFTA-DR, Nicaragua faces
complicated implications, with some U.S. policymakers proposing expul-
sion from the agreement. Possible enforcement measures could include
tariffs, import restrictions, or suspension of CAFTA-DR concessions. The
Ortega-Murillo regime is likely to react negatively, viewing the investiga-
tion as an infringement on sovereignty. Nicaragua may strengthen ties

Continued on page 3
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Venezuelan
Opposition
Member Departs
Embassy Complex

One of the six Venezuelan oppo-
sition members who have been
sheltering for nine months in the
Argentine ambassador’s residence
in Caracas under fear of arrest
reportedly departed the residence
on Thursday.
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ECONOMIC

El Salvador May
Accelerate Bitcoin
Purchases: Official

Despite the International Mone-
tary Fund’s urging that El Salvador
limit cryptocurrency purchases,
the country may accelerate its
acquisition of Bitcoin, a top
official said.
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BUSINESS

Shell Joins LNG
Venture With
Argentina’s YPF

Shell will replace Petronas as
YPF's partner in its “Argentina
LNG" liquefied natural gas project,
said YPF CEO Horacio Marin.

Page 2

/1
Marin // File Photo: LinkedIn
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POLITICAL NEWS

Venezuela Opposition
Member Departs
Embassy Complex

One of the six Venezuelan opposition members
who has been taking refuge at the Argentine
embassy complex in Caracas for the past nine
months under threat of arrest left the embassy
on Thursday and returned home, two people
familiar with the matter told the Associat-

ed Press. Fernando Martinez departed the
Argentine ambassador’s residence, though the
conditions under which he was able to leave
were unclear, the wire service reported. Among
the opposition members who are still shelter-
ing in the ambassador’s residence include the
communications director for opposition leader
Maria Corina Machado. Argentine President
Javier Milei allowed the opposition members
into the embassy compound in March after
Venezuelan authorities loyal to the party

of President Nicolds Maduro issued arrest
warrants for their capture, accusing them of
promoting violence in order to destabilize

the country. Martinez was part of a parallel
government that opposition members created
after Maduro's re-election in 2018, which was
widely considered fraudulent. Venezuelan
authorities have been cutting off access to
electricity, water and food to the ambassador’s
residence, The New York Times reported in ear-
ly December, citing a lawyer for the opposition
group. Venezuela's government has denied the
allegations.

El Salvador May
Accelerate Purchases
of Bitcoin: Official

El Salvador will continue to buy Bitcoin,
possibly doing so at an accelerated pace, the
government said on Thursday, one day after

it finalized a $1.4 billion financing agreement
with the International Monetary Fund that is
contingent on limiting the country’s exposure
to cryptocurrencies, Reuters reported. Stacy
Herbert, El Salvador’s national Bitcoin director,
wrote Thursday in a post on social media site X
that the country will keep adding to its crypto-
currency reserves, though she confirmed that El
Salvador would begin the process of discontin-
uing its participation in crypto e-wallet Chivo.
On Wednesday, the IMF announced it had
reached a financing agreement with El Salvador
after the government agreed to measures
including ending the use of cryptocurrency as
formal tax payments, The Wall Street Journal
reported. The IMF said the agreement will
make the adoption of Bitcoin payments volun-
tary for the private sector, Reuters reported.

El Salvador became the first country to make
Bitcoin legal tender in September 2021, ac-
cording to the wire service. [Editor’s note: See
related Q&A in the Dec. 4 issue of the biweekly
Financial Services Advisor.]

Shell Joins Liquefied
Natural Gas Venture
With Argentina’s YPF

Shell has signed an agreement to become the
primary partner of Argentine state-run YPF

in the first phase of the Argentina liquefied
natural gas (LNG) project, the CEOs of the two
companies jointly announced at an event in The
Hague on Thursday, Bloomberg News reported.
The move means Shell will replace Malaysia's
Petronas as YPF's partner in the venture, which
aims to become the first LNG export venture
accessible to gas producers in Argentina’s
rapidly expanding Vaca Muerta shale field in
northern Patagonia, YPF confirmed on Thurs-
day. “Shell’s knowledge and experience will be
instrumental in helping position Argentina as a
reliable and competitive global energy provid-
er” YPF CEO Horacio Marin said a statement.
The partnership agreement does not represent
a firm commitment from Shell to invest in the

NEWS BRIEFS

Noboa Rejects Colombia’s
Proposal to Free Ex-Vice
President Jorge Glas

Ecuadorean President Daniel Noboa has
rejected an offer to free jailed former Vice
President Jorge Glas in exchange for Colombia
arranging the safe passage of six Venezuelan
opposition political aides who are sheltering

in the Argentine embassy in Caracas, Infobae
reported Thursday. Colombia's finance minister
had announced the proposal on Tuesday, say-
ing that Venezuela was only willing to consider
freeing the aides if Glas was freed from prison
in Ecuador, among other demands, Bloomberg
News reported.

Seven Inmates Killed
in Prison Riot in
Mexico’s Tabasco State

Seven inmates were killed in a prison riot in
southern Mexico on Thursday, the Associated
Press reported. Police reportedly exchanged
gunfire for three hours with at least one inmate
that had smuggled a gun into the penitentiary
in Villahermosa, in Tabasco state, according
to the AP. State authorities did not disclose
whether police officers opened fire on the
group of prisoners. Four officers and six other
inmates were injured in the incident.

PayRetailers Acquires
Brazil-Based Transfeera

Barcelona-based payment processor PayRetail-
ers has acquired Brazilian financial technology
company Transfeera, which operates the

Pix payment system, the companies jointly
announced on Thursday. About 77 percent of
Brazilian residents use the Pix instant payment
platform, PYMNTS.com reported. The compa-
nies did not disclose the value of Transfeera's
acquisition, but they said that the deal has
already been approved by Brazil's central bank
and Administrative Council for Economic
Defense.
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project, Bloomberg News reported. Billions of
dollars in forthcoming investment is expected
to materialize in the coming years for the Ar-
gentina LNG project, which includes dedicated
production blocks in Vaca Muerta and pipelines
connecting a liquefaction terminal along the At-
lantic coast with the interior, according to YPF's
statement. The first phase of the project aims
to produce 10 million tons of LNG per year. YPF
previously committed to launching large-scale
LNG exports by 2027, Bloomberg News report-
ed. [Editor’s note: See related Q&A in the Dec.
13 issue of the weekly Energy Advisor.]

Head of Uruguay’s
State Oil Company
to Step Down

Alejandro Stipanicic, the president of AN-

CAP, Uruguay's state-run energy oil and gas
company, will resign his post before incoming
Uruguayan President-elect Yamandu Orsi as-
sumes office on March 1, Stipanicic announced
Thursday in a statement on LinkedIn. The res-
ignation came amid a disagreement between
Stipanicic and the government of outgoing
President Luis Lacalle Pou over ANCAP's role
in a green hydrogen venture, with Stipanicic
advocating for ANCAP's continued involvement
in the project and energy ministry officials
advocating for ANCAP to end its involvement in
the green hydrogen industry, Infobae reported.
“I think it is healthy to be able to close cycles
when they come to an end and make way for
the necessary renewals,” Stipanicic said in

his statement. Stipanicic, who first assumed
ANCAP's presidency in March 2020 after
being appointed by Lacalle Pou, said that the
incoming Frente Amplio administration must
now undertake “the transformation necessary
for the company to not only adapt, but to con-
tinue leading the energy transition in Uruguay.”
Orsi, who won the November general election
against Lacalle Pou's endorsed candidate, has
not yet named a replacement for Stipanicic

as head of Uruguay'’s largest upstream oil and
gas firm, Infobae reported. [Editor’s note: See
related Q&A in the Nov. 26 issue of the Latin
America Advisor.]

FEATURED Q&A / Continued from page 1

with China and Russia as a counterbalance
to U.S. pressure, which would reduce the
geopolitical foothold of the United States in
the region and give both Russia and China a
greater strategic footing in the region. Under
the incoming Trump administration, the

U.S. stance toward Nicaragua is expected

to harden. This could involve increased
economic pressure, expansion of existing
sanctions and a focus on addressing poten-
tial surges in Nicaraguan emigration. The
investigation and subsequent actions are
likely to further strain diplomatic relations
between the United States and Nicaragua,
potentially leading to a more confrontational
stance from both sides. The Ortega-Murillo
regime’s response and the Trump administra-
tion's approach will be crucial in determining
the future of U.S.-Nicaragua relations and
Nicaragua’s economic trajectory in the com-
ing years. In short, the strength and value of
the U.S. dollar in Latin America may start to
decline, while new currencies gain greater
popularity and strength in the market.”

Luis A. Rivas, nonresident
senior fellow in the Migration,
Remittances and Development
Program at the Inter-American
Dialogue and principal at Varyag Consulting
Group: “If the U.S. trade representative’s
office concludes, following its investigation,
that Nicaragua is engaging in discriminatory
practices affecting U.S. commerce, the eco-
nomic consequences for Nicaragua could be
severe. The United States may impose tariffs
or duties on Nicaraguan exports or even
temporarily suspend Nicaragua'’s participa-
tion in CAFTA-DR until those practices are
addressed. What sets this situation apart
is the U.S. decision to also investigate
actions or policies that violate labor and
human rights or undermine the rule of law
in ways detrimental to U.S. commerce. This
significantly raises the stakes. The Ortega
regime’s well-documented, ongoing viola-
tions in these areas make it unlikely that it
can govern differently without risking its grip

on power. As such, any retaliatory mea-
sures imposed by the United States would
likely be permanent and have devastating
repercussions on Nicaragua's economy. To
avoid these penalties, including a permanent
suspension from CAFTA-DR, the Ortega
regime would need to restore basic rights,
dismantle its police state and allow free and
fair elections—measures that would effec-
tively result in a loss of power. This scenario
is improbable, especially after what recently
happened in Venezuela. Instead, Nicaragua
is expected to respond with defiance, fram-
ing U.S. actions as imperialistic attacks on
its sovereignty. The regime may even threat-
en to unilaterally withdraw from CAFTA-DR,
as it did when the OAS contemplated the
regime’s suspension in 2021. Nevertheless,
Nicaragua’s suspension from CAFTA-DR ap-
pears inevitable. President-elect Trump has
pledged to repatriate migrants and intends
to use every available tool to compel nations
to accept their nationals. For Nicaragua, this
poses a significant challenge. In addition

to the nearly 15 percent of its population
that has migrated, primarily to the United
States, the Ortega regime has facilitated
illegal migration by flying more than 600,000
individuals from the Caribbean, Africa and
Asia into Managua and sponsoring their
illegal journeys to the U.S. southern border.
Given Ortega’s probable refusal to accept
the return of more than a million migrants,
suspension from CAFTA-DR may prove to be
the least of his concerns.”

Maria Puerta-Riera, adjunct
professor of political science
at Valencia College: “The
investigation by the U.S. trade
representative is expected to be completed
in the next 12 months. The proceedings
will start in early January, but it is unclear
how the incoming Trump administration will
handle the case. Based on what we know
from the Trump campaign and his subse-
quent comments regarding foreign policy,

we shouldn’t expect an immediate impact on
Continued on page 4
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FEATURED Q&A / Continued from page 3

Nicaragua’s economy, considering that the
CAFTA-DR does not provide a mechanism for
suspending a member. Individual sanctions
were issued during Trump's first administra-
tion, policy that the Biden administration has
followed. However, in 2022, Nicaragua had

a trade surplus of $3 hillion, representing
close to 20 percent of its GDP. Therefore,

we would need to wait to see the Trump
administration’s approach to Nicaragua and
whether it decides to continue this investiga-
tion. The Ortegas will double down on perse-
cution and repression, given the role NGOs
played in triggering the investigation. How-
ever, this will also strengthen the ties the
Ortegas have been cultivating, not only with
Russia, but more importantly with China.
This will likely be a concern for the Trump
administration, especially regarding China’s
growing influence in the region. The United
States and its relationship with authoritarian
regimes in Latin America will be a critical
issue to follow in the coming months. In the
case of Nicaragua, the Trump administration
will have to deal with a trade partner in the
hands of a leftist authoritarian regime, which
is part of the path for migrants heading to
the U.S. southern border, as well as a source
of émigrés itself. The Trump administration
is likely to weigh the benefits of escalating
while trying to avoid a larger wave of Nicara-
guans crossing the border, considering that
any major economic impact will force people
out of the country. While the nomination of
Senator Marco Rubio as secretary of state
could signal that Ortega will face an aggres-
sive approach to his regime, President-elect
Trump's isolationist preferences will have
greater influence on U.S. policy.”

Carlos Fernando Chamorro,
director of Confidencial: “The
impact that this investigation
will have on the Nicaraguan
economy will depend on the political will
of the Donald Trump government in the
United States to implement its recommen-
dations. There is abundant evidence that the

Nicaraguan dictatorship has violated various
CAFTA-DR norms related to labor, environ-
mental and business association rights,

and surely all of that will be documented by
the investigation. If the recommendations
include a renegotiation of some aspects of
CAFTA-DR with Nicaragua, the impact will
also depend on the strategy adopted by
President Trump, Secretary Marco Rubio,
and the U.S. trade representative. The

‘ ‘ A process of
dynastic succession
from Daniel Ortega
to Rosario Murillo is
already underway..."

— Carlos Fernando Chamorro

regime’s policy in response to any action by
the United States will always be consistent
around two strategies. First, consolidating
its political alliance with Russia in matters of
intelligence and espionage and its economic
alliance with China in trade and investments.
However, any restriction for Nicaragua in
accessing the U.S. market could not be
offset by China, which only represents 1.6
percent of Nicaragua's exports. Second,
coordinating all its actions in response to
the United States with Cuba and Venezu-

ela as if they were a homogeneous block,
when in reality Nicaragua has very unique
features, even among dictatorships, and
requires a differentiated policy that deepens
its isolation in the region. As for Nicaragua's
bilateral relationship with the Trump admin-
istration, a process of dynastic succession
from Daniel Ortega to Rosario Murillo is
already underway, which has consequences:
a tightening of the police state, more internal
control and repression, and the design of
measures to reinforce state control over

the Nicaraguan private sector and foreign
investment through fiscal, exchange rate and
monetary policy.”
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